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Attention: Docket No. 2001-49

The Housing Assistance Council (HAC) belicves that the Community Reinvestment Act
(CRA) has been instrumental in increasing lending and investing to rural communities
amd many others arountd the country. FAC is a national nonprofit organization
dedicated to improving housing conditions in rural America. In addition to our
technical assistance and rescarch activities, HAC is also a commmnity development
financial institution (CDF]). We administer several loan funds that provide much-
necded resources to local organizations to produce decent, affordable housing for low-
income rural residents. This work has benclitted [rom relationships with lending
institutions and these relationships have developed, in large part, because of the CRA.

The regulatory changes to CRA during 1995 strengthened the law by emphasizing a
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bank's performance in providing services and in making loans and investments. The
federal banking agencics must now update the CRA regulations in order to further
rcinvestment in low- and moderate-income communities as wel) as rural areas and

underserved minority communitics.
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Wec urge the regulatory agencics to adopt these policies:

e The Federal Reserve Board must enact its proposcd IHome Mortgage Disclosure Act
(FEMDA) reform to include information on interest rates and [ees so that subprime
lending can be assessed on CRA exams. HMDA data collection in rural areas must
also be improved. HMDA data must be coded to distinguish metro from nonmetro
lending. Nonmetro loan transactions should also have accompanying census data (at
present, only loans in metropolitan statistical areas [MSAs] have census tract level
data). HMDA data should also be coded to differentiate between subprime and
manufactured housing lenders, because manufacturcd home lenders are more
widespread, have higher intcrest rates and do more business per houschold in
nonmetro countics. Lenders must be penalized for not providing race data and all
data must be required to be geocoded.

* The provisions rclating to asset size and holding company presently provide a
rcasonable and sufficient standard for defining a “small institution™ and should not
be changed to include more institutions. Expanding the delinition to include more
instilutions would have a negative impact on consumers in rural areas, as fewer
financial institutions would be required to submit detailed accounts of how they
serve their communities. Raising the size limit for small banks under CRA may
decrease access Lo eredit and other banking services for lower-income residents,
small and minority-owned businesses and farms, and community development
efforls in rural communities.

® The small bank cxam should be improved in order to provide adequate detail about
an institution’s performance and provide incentives for small banks to tmprove their
performance. Small banks should be examined on the amount of loans in low,
moderate, and middle and upper-income geographics in the bank’s assessment
arca(s). Small bank exams should also include information on community
development services. Incentives for small banks Lo consider innovative or complex
programs to receive better CRA ratings arc absent and should be provided. Small
bank exams, which now only occur every four or five years, should be conducted
morc often.

® The procedures for delineating assessment arcas also nced to be changed if CRA is
to adequately caplure the activitics of banks in the rapidly evolving financial
marketplace. The recent consolidation of financial services has caused financial
instilutions to focus their attention on large cities, whilc devoting less attention to
smaller communities and rural arcas. The provisions on assessment areas do not
provide a reasonable and sufficient standard for designating the communities within
which the institution’s activilies are evaluated during an cxamination. Financial
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institutions with activities based outsidc of a branch nelwork are cxamined solely on i
the basis of the area around the branch. Assessment arcas should be delincated not
only by where banks have their main office, branches, and deposit taking ATMs, but !
also by where they make a significant portion of their loans. In addition, large ;
financial institutions should be evaluated on their service to distinet parts of their

assessment areas - such as metropolitan areas and nonmetropolitan parts of a state -

in order to ensure they are in fact meeting the differing nceds of these arcas.

o If CRA exans hopc to keep pace with ongoing changes n lending activity, HAC
strongly believes that CRA exams must rigorously and carclully evaluate subprime
lending. Significant rescarch concludes that too many creditworthy borrowers are
receiving over-priced and discriminatory subprime loans. CRA exams must provide
an incentive to increasc prime lending. HAC proposcs that lenders that make both
prime and subprime loans will not pass thcir CRA exams unless they pass the prime
part of their exams.

HAC supports the positions of the National Community Reinvestment Coalition

(NCRC) and the Center for Community Change with respect to the large bank tests, fair
lending issues, and others. We will not spell out in detail here the arguments with ‘
respect to those positions becanse they are well presented in the comments of thosc !
organizalions.

HAC belicves that our suggestions for updating the CRA regulation will produce CRA
exams that will ensurc that rural areus and small communities are provided with
adequate access to credit. These suggestions will also produce cxams that arc rigorous,
performance-bascd, more consistent, and that arc able to better capture the lending,
investment and service activity of rapidly changing large banks. These
rccornmendations lead to enhanced cnforcement of CRA.

Thank you for your consideration.

Sincerely,
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Moises Loza
Housing Assistance Council

ce: Josh Silver, NCRC




